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The Policies of Corporations 


By Cuaries L, Jamison, Professor of Business Policy 
University of Michigan 


Ts depression might have been prevented, or at least greatly mitigated, 
if the combined management of all of the nation’s business enterprises 
had been wise and farsighted. Certainly if business had been administered 
with a foresight even approximating the hindsight of today’s critics, the up- 
ward swing of the cycle would have been checked, and the recession would 
not have been so violent. That business managers need wisdom and yet more 
wisdom is not to be denied. How they are to acquire that wisdom promises 
to be a subject of long debate by bankers and manufacturers, economists 
and politicians, private counsellors and public benefactors. The vastly diver- 
gent proposals that already have been presented are pointing the way to more 
that undoubtedly will follow. It is quite likely that intelligent self-interest 
will have worked business out of its difficulties long before any agreement 
can be reached as to the best way to superimpose an all-wise control over 
railroads and banks, stores and farms, coal mines and factories. A system 
of national planning for every type of enterprise would undoubtedly pre- 
vent many of the mistakes that were made in the last business cycle, provided 
a group of omniscient planners could be found who would make wise plans 
and would see that they are executed. Even then it is quite improbable that 
any plan that might be devised would prove satisfactory to all persons con- 
cerned. 
When all the difficulties are considered, it seems futile to expect wise 
policies to be handed down to individual enterprises from a government busi- 
ness planning bureau. A more practical way permanently to avoid a recur- 
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rence of the present economic chaos probably would be to school the leaders 
of individual enterprises in the principles of wise administration of their 
respective businesses. The sum of wise management in all individual enter- 
prises would at least approximate wise management of the entire business 
of the nation. This statement assumes that no business man would know- 
ingly mismanage his business; that no business man would deliberately court 
a depression. Few, if any, find depressions profitable or at all desirable. 
Self-interest ought to keep private business out of trouble, if only the pitfalls 
are clearly marked and the proper warnings are posted. Nineteen twenty-one 
taught business men to avoid large inventories. Nineteen thirty-one found 
them with inventories of the barest workable minimum. Business adminis- 
trators are willing to adopt wise policies and will do so when they are sure 
what policies are best. 


Importance of Clearly Defined Policies 


Judged by individual achievement a business venture that is successful 
is assumed to have good management ; an unsuccessful venture is assumed to 
have bad management. This is especially apparent in parallel enterprises with 
equal opportunities for success. For example, two mail order houses with 
much the same momentum, with a history of profitable expansion and promise 
of continued growth, are observed to take divergent courses. One continues 
to prosper, the other falters. Two railroads, serving the same geographical 
territory with approximately equal success, are seen to drift apart. One 
continues to pay dividends, the other goes through a receivership. Two banks 
of equal size, sharing equally the confidence of the public, each with reason- 
able opportunity for continued growth and prosperity, meet with unequal 
success. One fails and the other profits by the removal of the closed bank’s 
competition. In each case the successful enterprise is credited with having 
better management than its less successful competitor. This probably is true. 
But the explanation is in a way superficial. A deeper investigation would 
reveal a divergence of policies—in one case sound policies, in the other case 
unsound policies. It is admitted naturally that in the last analysis, policies 

are framed by the management. To the management, then, goes the credit 
for success or failure. It is nevertheless true that if a board of directors 
would place a set of sound, clearly defined policies in the hands of an honest, 
efficient, though not brilliant administrative officer, ultimate success would be 
reasonably sure to follow. In general, successful business administration 
Y rests upon policies rather than upon personalities. 


The policies of a business corporation, if codified and made a matter of 
record, would serve much the same purpose in regulating and limiting the 
/ corporation’s activities as is served by the constitution of the United States. 
At least the fundamental policy would serve this purpose. For a declaration 
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rs of fundamental policy, one might look to the object clause in a corporation’s 
sie charter. Certainly the object clause places a distinct limitation upon the types 
r= of business in which a corporation may engage, but the ease of forming sub- 
55 sidiary corporations with distinctly different charters removes that obstacle 
= to divergent undertakings. Moreover, the object clause usually is too gen- 
rt eral to afford much of a guide to the executives of the corporation. For 
le. example, a well known construction company has power “to do a general 
ils contracting and manufacturing business and to acquire and hold securities 
ne of other companies.” Even the verbose provisions in the object clause of a 
id successful chain store company fail to mark clearly the channel through 
S- which the executives must steer that somewhat unwieldy enterprise. It may 
re be that a statement in writing of the policy code of a corporation is a task 


that no official would care to undertake ; that no board of directors is capable 
of passing upon. To admit, however, that the policies cannot be expressed in 
writing is to admit that no one has a clear idea of what the policies really are. 

A company without clearly defined policies may be expected to follow an 


ul Aa Pi ; nyidln : 
0 opportunistic course, drifting first in one direction and then in another a” 
h varying opportunities for a quick profit seem to arise. This lack of direction, 


h this absence of a firm purpose, has led many a company into uncharted seas 
with ultimate losses to stockholders, unemployment to workers, and a general 
unsettlement of the business structure. Most business enterprises, whether 
the fact is recognized or not, have at a given time some definite objective. 


l 

a This is what Harrington Emerson has characterized as the ultimate ideal.* 
If this ideal were so clearly expressed that any intelligent person could under- 

4 stand it and from it comprehend the proximate ideals that lead to a realization 

1 of the ultimate ideal, a foundation would be laid for rational business man- 

§ agement. And that conclusion would follow even though the ultimate ideal 

g were not thoroughly sound. The Ford Motor Company at one time had one 


fixed purpose, the manufacture of a single type of motor car, known as 
d model “T.” The policy ultimately was changed, when competitors offered 
more advanced tyes of motor cars. Still, the policy while in effect gave the 


in company a highly efficient operation and earned extraordinary profits. Dur- 
t ing all this time the ultimate objective probably never was written out, but 
- everyone in the organization knew definitely what it was. 
t If an attempt were made in every case to express the ultimate objective 
e in a written statement, some companies would present a bewildering display 
n of verbiage. Complicated policies would require complicated definitions. 
Clear-cut, definite policies could be expressed more concisely. The test of 
f the adequacy of expression of any policy would be the ease of interpretation 
‘ by sub-executives. The design engineer, the purchasing agent, the factory 
; manager and all other functional heads should be able to lay the statement 








1“Twelve Points of Efficiency,” by Harrington Emerson. McGraw-Hill, N. Y., 1912. 
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of ultimate objective before them and from it frame coordinated policies for 
their respective departments, the execution of which will lead to a fulfill- 
ment of the ultimate objectives. No intelligent guidance could be expected 
from such catch phrases as “the customer is always right,” “the guest must 
be served,” “our chief aim is to serve the public,” “our policy is so to plan 
our business as to give steady employment at higher wages than are paid by 
neighboring industries.” By contrast consider the definiteness of the state- 
ment of objective of The Public Service Corporation of New Jersey—to 
supply gas, electricity and transportation to all of the State of New Jersey; 
or the more simple objective of the Peoples Gas Light and Coke Company— 
to supply gas heat for every heating purpose. Not every ultimate policy 
that can be stated briefly and clearly, of course, is a guarantee of unqualified 
success. For example, a company may undertake to provide a single source 
of supply for every item of modern office equipment, a clear enough funda- 
mental policy around which can be framed all proximate major policies. The 
magnitude of such an undertaking, however, may present organization diffi- 
culties that will retard the realization of the ultimate ideal. 


Underlying Policies 


Underneath the ultimate policy lie broad, general policies for realizing 


the main objective. Frequently it is the underlying general policies that 
“pave the way to financial success. Two packing companies have had the 
same ultimate policy of killing and marketing meat products. An under- 
lying general policy of the first to utilize every atom of waste material in 
the most profitable manner possible may at least partially explain the margin 
of advantage that the one enterprise has had over the other. A policy of 
exhaustive research to find a profitable market for the by-products of petro- 
leum undoubtedly has contributed much to the success of more than one 
refining company. Moreover, oil companies whose ultimate objective is 
clearly to produce, refine and market petroleum products are observed to fol- 
low varying policies in seeking to realize their objective. “The experiences 
of other companies,” said Mr. A. S. Hopkins, president of the Standard Oil 
Company of Kansas recently, “have proven that our course has been wise, 
and that investments in pipe lines and crude production have been more 
logical than investing in already overdone retail outlets.” When a company 
adopts a broad, underlying policy, such as that, it may be presumed that the 
| pat has been adopted only after the most exhaustive investigation as to 
e best course to follow. The facts brought out in the same type of investi- 
gation may be interpreted differently by different companies; the research 
may lead in different directions; or local conditions may differ. All of these _ 
things explain why well managed companies, like the oil companies, follow 
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quite different underlying policies. In many cases, however, companies base 
their policies on subjective reactions rather than on scientific investigation. 


Policies Must be Flexible 


A policy that is so rigid that it cannot be changed until economic pres- 

sure forces the alternative of a change or the complete failure of the enter- 

prise is likely to be as disastrous as a policy that is nebulous and indefinite. 

Occasional amendments to general policies are as essential as amendments to 

the constitution of the United States. Consider the changed economic con- 

ditions that have induced mail order houses to depart from strict adherence 

to the original policy of selling only by mail; or the pressure of foreign com- 

petition that has changed a match company from an exclusive manufacturer 

of matches to a distributing agency for foreign matches, and a manufacturer 

of wooden ware and allied articles; or the turn of affairs that changed the 

predominant activity of another company from the manufacture of paper 

to the business of generating and selling electric power, Many examples 
can be found, on the other hand, of companies that have changed their weed 
objective from time to time for no other reason than a total lack of definite-' 
ness of purpose. There is a vast difference between vacillation and the ra-, 
tional changing of policy by far-sighted, sagacious management. 


Expansion Policies 


Entirely apart from the amendment of underlying policy is the policy / 
of expansion. It is a fundamental principle of business in a country that is 
growing as ours is, not only in population but in economic wealth, that an 
enterprise cannot remain static. It must go ahead or be eliminated. Accord- 
ingly every well-considered set of policies should include a policy of ex- 
pansion. It has been said that the plan of one of the motor companies in 
its early history was to double its business every three years. If this be true, 
it represents an unusually clear-sighted expansion policy. The era of pros- 
perity that ended in 1929 was a time of vast expansion of industrial enter- 
prises. Some expansion programs were carefully considered and reasonably 
justified. Others were poorly planned. Chain stores in particular offer ex- 
amples of both extremes of rational and irrational expansion. In the manu- 
facturing field we have seen companies reaching out in a well defined program 
of lateral expansion for the purpose of rounding out production. Some of 
these companies will have to wait for a return of prosperity to prove the 
wisdom of the course that was followed. One can understand the policy of 
a metropolitan department store in expanding its physical plant in New Yor 
City to keep pace with their steadily growing business, but it is hard to see 
the relationship between that policy and the acquisition of stores in distant 
cities. The expansion policy of any business enterprise is so vital to og, 
success that only the most exhaustive research should precede the adoption / 
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of any plan for growth. The distressing experience of many companies that 
recently have suffered heavy losses well illustrates the danger of too great 
optimism in entering upon an ill-advised expansion policy. 

If a corporation’s policies were charted in the form of a pyramid, the 
jultimate objective would form the apex. Underneath, on the second level, 
would appear the proximate objectives or general administrative policies, 
\minor amendments to the ultimate objective, and expansion policies. On a 
still lower level would appear the organization policy, which would largely 
be influenced by the other policies. Good management usually rests on some 

odification of the functional principle of management. Specialization in 
marketing, finance and production as well as in the minor functional activities 
must be recognized. Each of the functions is headed by a specially qualified 
executive. Each of the functions calls for special policies of major impor- 
tance. In the pyramid of company policy, therefore, organization policy 
must precede the formation of major departmental policies. The idea of 
functionalization, it has been found, may be carried to an absurd degree of 
minute subdivision of activities. M.C. Rorty says in “The Organization of 
the Managing Group”: “The highly functionalized organization is apt to 
superior in technique ; but it is: slow to act in emergencies and may throttle 
initiative in supervisory personnel and finally suffer, even in technical ways, 
from the growth of a bureaucratic spirit and the mental ossification of in- 
trenched and narrow-minded specialists.”* Organization problems in a 
measure are solved by the formation of subsidiary corporations, each with 
a complement of officers who give all their energies to the specific problems 
of their respective companies. This solution, however, frequently leads to 
unwarranted increase in overhead expenses, unless the same men fill positions 
in more than one subsidiary company, in which case the maintenance of sub- 
sidiary corporations does not solve but only complicates the managerial prob- 
lem. Assuming, however, that functions of marketing, advertising, finance, 
accounting, production, purchasing, personnel and research usually must be 
rovided for, management must depend upon major departmental policies to 
guide the execution of these various functions. 

Major departmental policies can rarely be stated in a single sentence. 

V Usually so many points are involved that a complete code is needed to cover 
the policies of a single department. Consider the sales department, for 
example. No doubt much of the sales policy of R. H. Macy & Co., Inc. may 
be embodied in this statement: “It is a Macy policy to sell merchandise for 
at least six per cent less than we could if we did not sell exclusively for cash.” 
But such opportunities for brief statement of sales policy are rare. While 

/ one of the sales policies of a store may be not to try to meet special sales and 
other events held by competitors, this statement alone would be but a small 


- 


2 General Management Series No. 109, American Management Association, 1930. 





THE POLICIES OF CORPORATIONS 201 


part of the information a merchandise manager would need as a guide to 

the store’s policy. In another store the policy not to hold special sales may 

give way to a policy of rapid stock turnover. Special sales must be held in 

the latter store as a matter of policy. In the case of one large chain of stores, 

price policy overtops both purchase and sales policy. The price of merchan- 

dise in these stores is fixed to meet the tastes and purses of customers. It 

then follows that such goods are bought as can be sold at the predetermined 

prices. A definite policy pertaining to retail outlets must be followed by the 

company that has adopted the general policy of providing a single source of 

supply for every item of modern office equipment. This retail policy may be 

stated substantially as follows: to distribute through company owned retail 

stores directly to consumers so as to provide customers with reliable advice 

on systems and office control. A similar policy is found in one of the motor 

car companies, namely: to own agencies everywhere but in Southern Cali- 

fornia, and to operate them as the company’s own distribution outlets. The 
foregoing examples illustrate the way sales policies may be expressed. As 
with the sales department so it is with all functional departments. Major 

policies must be formulated in such terms as to transmit the meaning of 

general company policies to the respective functional departments. The in- 

terpretation of the general policies into functional policies is one of the duties , 
of functional executives. Into each department a complete series of minor 

departmental policies must be introduced to reach down to the most minute 

detail of departmental organization. Thus the pyramid of company policies 

widens at the base. From the terse statement of fundamental objective at 

the apex the number of policies increases until a large volume of minor 

departmental policies is reached. 


Personnel Policies : 


The most widely discussed group of departmental policies and the ones 
most universally followed by well managed companies are policies pertaining 
to personnel. It may be the major personnel policy of a company to main- , 
tain a closed union shop. In this case many of the minor policies will be 
determined by union rules. If, on the other hand, the policy is to operate an 
open shop, a large number of minor personnel policies must be formulated. 
Consider the implications of such a generalization of personnel policy as the 
following: to keep employees healthy, happy, contented and free from worry. 
In the first place, to keep them healthy implies systematic medical examina- 
tions, a doctor, a nurse, a dentist and a company hospital. To keep them 
happy implies policies of recreation, entertainment, athletics, etc. To keep 
them contented implies policies of shop representation, the investigation and 
arbitration of grievances, fair wages, reasonable hours and agreeable working 
conditions. To keep them free from worry implies welfare activities in the 
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form of loans, legal advice and security of employment. The failure of any 
one of these minor policies may prove annoying but probably will not be 
disastrous. The failure of several of them, however, may precipitate a strike. 
A strike, if prolonged, will interfere seriously with earnings. The loss of 
earnings may lead to financial embarrassment, and subsequent failure of the 
company. It is apparent, therefore, that misdirection of minor departmental 
/ Policies in extreme cases may have an unfavorable effect on the ultimate suc- 
cess of a company. Usually, however, mistaken minor departmental policies 
are corrected before any serious damage is done, or are offset by exceptionally 
capable management higher up in the organization. The point to be empha- 
sized is that a sound fundamental policy is not an unqualified guaranty of 
success. Mistaken interpretation of the fundamental policy by sub-executives 
. deliberate disregard for it can create awkward situations that sometimes 
ve dire consequences. 





Open Discussion of Basic Policies 


Faulty judgment on the part of executives is responsible for many mana- 
gerial mistakes. One way, then, to correct the evil of bad management is 
to provide executives with some basis for forming sound judgments. Psy- 
chologists have undertaken to do this,® but so much is at stake in the conduct 
of large business corporations that reliance upon the vagaries of the human 
mind is likely to be too unreliable in a crisis. Something more dependable 
is needed. What that something is is the problem that now faces the saviors 
of our economic structure. It is certain that mismanagement of business 
cannot be allowed to continue. The issue must be faced squarely. Perhaps 
if as careful attention were given to the basic policies of business as has been 
given to some of the minor departmental policies, notably in the administra- 
tion of personnel, rapid progress would be made in solving the major prob- 
lems. The difficulty seems to lie in the fact that basic policies are secrets, 
not to be openly discussed. Moreover, the open discussion of basic policies 
among competing executives smacks somewhat of conspiracy and is illegal. 
There is some reference in history to the Gary dinners which were frowned 
upon by the Department of Justice. Two obstacles, then, seem to have de- 
terred men of business in the past from conferring with each other as to 
the soundness of basic policies—the fear of each other and the fear of the. 
courts. These fears are slowly being dispelled. The time may come when 
the highest business executives will feel free openly to analyze fundamental 
policies in an effort to ascertain the elements that make some policies good 
and others bad. Out of such analysis may grow new doctrines of manage- 
ment. From the mistakes of the past business may learn how to manage 
itself better in the future. 


* For example, M. T. McClure, “How to Think in Business,” McGraw-Hill, New York, 1923. 
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How to Obtain Variability in Expense 
Budgets 

Budgets break down because they cannot 
be adjusted to wide changes in business 
volume. Variability in budgets can be ob- 
tained by segregating the fixed and vari- 
able elements of cost and determining the 
rate at which the variable expenditures in- 
crease or decrease as manufacturing oper- 
ations expand or contract. How a success- 
ful flexible budget can be set up is ex- 
plained in some detail. By Fred V. Gard- 
ner. The Iron Age, June 9, 1932, p. 
1243 :5. 


Art and Industry Conference 


The first of a series of conferences on 
“Design and Industry” was held on June 23 
under the auspices of the National Alli- 
ance of Art and Industry and the Ameri- 
can Management Association in the gal- 
leries at the Art Center Building. 

Irwin D. Wolf presided. Mark M. 
Jones spoke upon the present recognition 
of “Utility and Art Trends.” Ben Nash 
outlined the importance of “Buying a Com- 
plete Design Project or a Specific Design 
Project.” Since the ultimate objective is 
a physical design, Mr. Nash stated, we are 
too prone to proceed at once to create 
physical designs before giving full atten- 
tion to the essential considerations. This 
method seems to start out the easiest. It 
usually results in waste and an unhappy 
result. Experience indicates that too few 
folks wish to sit down in the beginning and 
take out the essentials which are later 
found to be necessary to a successful crea- 
tive project. 


The “Consumer Point of View” was 
presented by O. F. Benz. Foster Gunni- 
son, in outlining an industrialist’s point of 
view, pointed out the importance of the 
designer understanding the many compli- 
cated situations which arise and must be 
met at all stages in the production and in 
the marketing of industrial products and 
emphasized the value of alert, all-round 
intelligence, and awareness to what is tak- 
ing place in the world as a more important 
factor in the production of successful de- 
sign than ability to produce fine design on 
paper. The addresses were followed by a 
round table discussion in which some inter- 
esting points of view of both the artist 
and the manufacturer were expressed. 

The “Design and Industry Exhibition,” 
recently installed by the National Alliance 
of Art and Industry will remain on view 
in the Art Center Galleries throughout the 
summer. June 23, 1932. 


Testing for Ability in Management 

Because of the intricacies of combination 
from which ability comes, it is difficult to 
formulate a definition of ability in man- 
agement. Like electricity, we know what 
it does but not what it is. Consequently, 
our closest approach to it is by formulat- 
ing certain tests of it. Fine organization 
and control are indispensable to success in 
business and these are inseparable from 
exceptional managerial ability. Since the 
life of a business usually covers many 
years, planning and foresight are a pre- 
requisite if management expects to meet 
the ever-changing conditions in industry. 
The wisest executives never fail to plan 
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their actions for a reasonable period in the 
future, for this gives order and balance 
to their growth and progress. Sequence 
of policy moves, which are directly re- 
lated to planning and foresight, should be 
as carefully considered. And, lastly, be- 
fore making any move, the exceptional ex- 
ecutive never fails to consider the alterna- 
tive plans. An analyst can gain a fair es- 
timate of the soundness of management and 
can measure its superior ability by using 
the tests given. As more research is com- 
pleted upon the subject, a more definite 
approach may be made; it is doubtful, 
however, if a stage can ever be reached 
where ability will be produced wholly 
through training. The exceptional execu- 
tive, like a truly great artist, is born, not 
made. By Paul B. Coffman. Harvard 
Business Review, April, 1932, p. 269:11. 


Three Secrets of Successful Control 


The main effort of the big business to- 
day is to maintain that flexibility and re- 
sponsiveness of management which is the 
characteristic of the successful small busi- 
ness. ‘The chairman of The Crystalate 
Gramophone Record Manufacturing Co., 
Ltd., explains the adaptable management 
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policies which have brought this company 
increased profits for many successive years. 
The managers of this concern are given 
full responsibility and complete freedom 
in their jobs. They are responsible only 
to a centralized one-point control and are 
judged solely by results. The executive, 
left free from detail, can frame and main- 
tain that flexibility of policy which to- 
day is vital to success. By D. Warnford- 
Davis. Business, May, 1932, p. 7:2. 


Economic and Business Research in 
American Colleges and Universities 
This report presents the results of a sur- 

vey of economic and business research con- 

ducted in American educational institu- 

tions during the academic years of 1929- 

1930 and 1930-1931. Information concern- 

ing research in 92 institutions is included. 

The report consists of three sections, the 

first dealing with research projects (listed 

by subjects), the second with recurring 
series of data compiled, and the third list- 
ing the institutions, schools and depart- 
ments included, together with information 
concerning organized research bureaus. 
Business Research Council, April, 1932. 
84 pages. 


FINANCIAL MANAGEMENT 


Irredeemable Sterling a World Menace 


Those who state that the abandonment 
of the gold standard in England has had 
no ill effects are, whether through inad- 
vertence or through prejudice, misinter- 
preting the facts. The actual effects of the 
collapse of sterling have been sweepingly 
unfavorable. The most important of them 
are: the disruption of the international 
price level, undermining the foundations 
of the world’s credit system; disruption of 
the internal price level in England, nar- 
rowing the margin of profit and tending to 
raise the cost of living; a progressive 
paralysis of world trade which has been 
carried on largely in terms of the pound 


sterling. The terrific crash in prices of 
stocks, bonds and commodities, which has 
taken place since the summer of 1931 in 
the United States as the leading gold 
standard country, is the direct result of 
the collapse of the pound sterling. 


It is sincerely hoped that Great Britain 
will bend all efforts toward a restoration 
of the gold standard as soon as conditions 
warrant. Until some reasonable proba- 
bility of such restoration can be seen, there 
will be no basis for anticipating material 
or sustained improvement either in the 
United States or abroad. Unless direct 
and vigorous steps for the restoration of 
the gold standard are promptly taken the 
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pressure for inflation, from either internal 
or external sources, may prove irresistible. 
A currency inflation, instead of solving the 
price problem, would wreck the world’s 
credit structure. The Brookmire Fore- 
caster, June 6, 1932. 4 pages. 


Too Many Bank Stockholders! 


Bankers, according to the author, must 
appreciate that wide diversification of bank 
stock ownership is futile as an end in and 
of itself but, as a means of enhancing 
stability of the institution, possesses great 
value when carefully supervised and scrut- 
inized. The building of a relatively large 
and, at the same time, stable body of 
stockholders presents a difficult but import- 
ant problem to the banker who seeks to 
maintain an institution most capable of 
withstanding the tests of time. This prob- 
lem merits the banker’s best efforts in or- 
der to reconcile the advantages and the 
risks inherent in distribution of bank 
shares. By L. Douglas Meredith. The 
Bankers Magazine, May, 1932, p. 495:4. 


The Crisis in World Finance and Trade 


A series of addresses and papers pre- 
sented at the semi-annual meeting of the 
Academy of Political Science devoted to 
the international aspects of the crisis in 
world finance and trade. It is divided into 
three sections: 1. The Breakdown in World 
Trade; 2. Reparations and War Debts; 
3. World Organization in Finance and 
Trade. Proceedings of the Academy of 
Political Science, May, 1932. 140 pages. 


Uniform Motor Vehicle Operating Cost 
Classification 


The motor vehicle cost accounting clas- 
sification which is recommended by the 
National Electric Light Association is out- 
lined in this report. Plans and forms for 
its use in small, medium and large sized 
fleets, or by operators desiring various de- 
grees of cost segregation, are presented. 
The use of this classification by many com- 
panies has demonstrated its practical ability 
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to furnish complete, reliable and intelligent 
information that is invaluable to manage- 
ment and those responsible for fleet selec- 
tion, operation and maintenance. N. E. 
L. A. Publication No. 221, June, 1932. 14 
pages. 


Valuations in Balance Sheets 

The simplicity that originally character- 
ized financial statements has become com- 
plicated by the introduction of new ele- 
ments, less easily determined, and by arbi- 
trary rules and conventions. The president 
of the American Institute of Accountants 
discusses valuation of assets under three 
headings: historical records, conventional 
modifications, official authorizations. By 
Charles B. Couchman. Executives Ser- 
vice Bulletin, June, 1932, p. 7:2. 


How Has Trust Service Fared During 
the Depression? 

It is now demonstrable that trust com- 
pany management of estates and trust 
funds or property has thus far come 
through the period of general business de- 
pression with a record of conservatism and 
immunity from loss, aside from unavoid- 
able depreciation of values, which com- 
pares most favorably with the highest type 
of financial management. Some interest- 
ing comparisons and figures are submitted 
to justify the conclusion that trust service 
has marched forward unswayed by pass- 
ing boom or depression, financially respon- 
sible, conservative in judgment and main- 
taining its high ideals. By Frederick R. 
Behrends. Trust Companies, May, 1932, 


p. 573 :3. 
3a 


Insecure Basis of Post-War Recovery 

How changes in the competitive system, 
hinderance of the operation of the gold 
standard, interference with economic 
forces, international lending, the rising 
tariff barriers, the American tariff policy 
and large-scale organization played their 
part in precipitating the present critical 
situation is discussed in some detail. The 
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enumeration of the difficulties suggests the 
remedies. The gold standard must be per- 
mitted to function in a normal manner; 
that is, gold must be allowed to exert its 
normal effects without hindrance through 
central-bank credit policies or through 
compensatory increases in tariffs, Inter- 
national lending must be directed with 
some reference to the world situation as a 
whole, as well as with a closer adherence 
to sound investment principles. Trade bar- 
riers must be lowered and stabilized. In- 
dustrial organizations, either through more 
effectively enforced competition or through 
more thoroughly coordinated action, must 
be enabled to maintain a closer balance be- 
tween supply and demand. Above all, 
there must be an assurance of peace and 
political stability, without which business 
confidence and business initiative become 
paralyzed. The Guaranty Survey, May 31, 
1932, p. 3:4. 


The Partnership Between Accounting 
and Management 

More than ever before the management 
of industry must be guided in the formu- 
lation of its policies by complete, accu- 
rate and current information relative to 
the operation and control of all its func- 
tions. It naturally falls to the lot of the 
controller as the chief accounting officer, 
the chief “keeper of the records,” so to 
devise his records as to provide the neces- 
sary information, so to compile this in- 
formation that it can be used easily and 
readily as needed, and so to interpret the 
information revealed in the records to the 
heads of the various departments that each 


Insurance 


Insuring Fluctuating Values 
The proposal that insurers eliminate the 
short rate cancellation clause is regarded 
by the writer as unsatisfactory because it 
will not solve the problem of insuring 
fluctuating values and there is little possi- 
bility that this plan will reduce the un- 
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can intelligently control the activities of 
his functional division of the business. It 
is suggested that the primary distinction 
between the office of the treasurer and that 
of the controller is that the treasurer has 
charge of the actual funds of the com- 
pany; the controller has charge of the 
accounting for those funds. This is a 
helpful distinction in deciding what spe- 
cial duties on the border line between the 
office of the treasurer and the office of the 
controller belong to each. By Wm. Penn 
Lukens. N. A. C. A. Bulletin, May 15, 
1932, Section I, p. 1227 :12: 


Survey Shows Lead for Common Stock 

The report of a survey of security dis- 
tribution prepared by the research depart- 
ment of R. G. Dun & Co., based upon in- 
formation on stock-holders’ lists and bond 
holdings contributed by more than 400 
corporations, the securities of which are 
listed on the New York Stock Exchange, 
says that although the period of widespread 
inflation ended in 1929, the common stock 
was as much the “king of securities” after 
the break as before. 

“There seemed to be only this difference 
in the general attitude toward the common 
stock,” the report states, “that it came to 
be regarded more generally as the ultimate 
hope of the patient investor rather than 
primarily as the immediate means of a 
speculative fortune.” The survey shows 
that during the past few years there has 
been a gain of 41.5 per cent in the com- 
mon stockholders of the reporting corpora- 
tions. The New York Times, May 16, 
1932. 


derwriting expense that must be passed on 
to the buyer. 

Buyers who need automatic full cover- 
age cannot be sure that their requirements 
are satisfied by specific insurance even 
though they have pro rata cancellation 
privileges. Multiple location floater poli- 
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cies for those who have five or more dis- 
tributing locations and “general cover pol- 
icies” to supplement specific insurance for 
those who have two, three or four locations 
in more than one city of the same state 
is the solution presented. The frequency 
of value reports for these types of cover- 
age depends upon the nature of the opera- 
tions or type of goods stored. By P. D. 
Betterley. Management Methods, April, 
1932, p. 244:1. 


NEMA Mutual Unemployment Benefit 
Plan 


Details of the unemployment benefit plan 
recently adopted by the National Electric 
Manufacturers Association are given. The 
plan may be adopted independently by any 
company; if this is done universally 
throughout any branch of industry, exten- 
sion to industry operation will probably 
follow. 

The plan includes all employees who have 
served 12 consecutive months on a wage 
or salary basis provided full time earnings 
do not exceed $2,500 per year. When 
earning 50 per cent or more of normal 
income each participating employee con- 
tributes one per cent of his actual wage 
over a five-year period and the company 
contributes an equal amount. A minimum 
of 60 per cent of all eligible persons must 
participate and contributions must be made 
throughout six consecutive months before 
an employee is entitled to receive benefits. 

Provisions are made for normal and 
emergency unemployment conditions. Un- 
der normal conditions 50 per cent of nor- 
mal average earnings, not to exceed $20 
per week are paid for ten weeks after an 
initial unemployment period aggregating 
two weeks. An emergency condition de- 
velops when payment of benefits exceed 
two per cent of the normal pay rate of all 
participating employees. All employees in- 
cluding those not participating and except- 
ing only those whose earnings are less than 
50 per cent of normal are immediately re- 
quired to contribute one per cent of wages 
or salary during the period of emergency. 
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Administration of funds then becomes de- 
pendent upon the financial need and total 
amount available. National Electrical Manu- 
facturers Association, June, 1932. 13 pp. 


Recommendations of Interstate Commis- 

sion on Unemployment Insurance 

The establishment of state-wide systems 
of unemployment reserves, supported by 
employer contributions of two per cent of 
payroll, is recommended in the report of 
the Interstate Commission on Unemploy- 
ment Insurance made up of representatives 
of the governors of the states of New 
York, New Jersey, Massachusetts, Penn- 
sylvania, Ohio and Connecticut. Under 
the plan suggested the maximum rate of 
benefit would not exceed $10 a week for 
a total of 10 weeks in any 12 months and 
the reserves set up in any state would be 
held, invested and disbursed by the state. 
Monthly Labor Review, March, 1932, p. 
552 :2. 


Minimum Income Guaranteed to Stable 
Employees 

The Western Clock Company has re- 

cently concluded an experiment in assuring, 

for a period of six months, a minimum of 

half pay to the more stable, permanent em- 


ployees. The six month period ended 
April 23. During that time more than 
$30,000 was expended from a fund set 
aside during prosperous years for such an 
emergency. 

Employees eligible to receive benefit un- 
der the plan were divided into classes ac- 
cording to length of service: 1. those hav- 
ing 10 years service and 500 hours lay-off 
in preceding 12 month period; 2. married 
men having five years service and 750 
hours lay-off in preceding 12 month pe- 
riod; 3. married men having two years 
service and 1,000 hours lay-off in preced- 
ing 12 month period. 

The lowest number to receive benefits 
during the time the plan was in operation 
was 61; the highest was 378. The amounts 
paid varied from a few cents to 30 dollars 
a pay. Tick Talk, April, 1932, p. 3:2. 
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The Five-Day Week 


Specific information gathered from fifty 
companies regarding their operation of the 
five-day week particularly relating to the 
use of skeleton crews on the sixth day. Of 
the twenty-nine companies using skeleton 
crews three run a staggered system whereby 
everyone in the office is out one-half day 
at some time during the week, but at least 
half of the personnel is on duty at all times. 
One reporting company is working on the 
two-shift plan. The composition of the 
skeleton crews is discussed and some in- 
formation is given concerning the method 
of compensating the skeleton crews. The re- 


sults of a survey conducted by the National 


Office Management Association, summar- 
ized by J. R. Jackman, June 6, 1932. 6 
pages. : 


Salary and Wage Policy in the 
Depression 


A total of 1,718 American business con- 
cerns furnished information for this sur- 
vey. These companies employed 3,258,666 
persons in 1929 and 2,391,009 in 1932—a 
decline of 26.6 per cent in employment. 
Among the findings from the data presented 
are the following: 

1. Of the companies that furnished in- 
formation, 80.5 per cent had reduced execu- 
tive salaries; 81.0 per cent had reduced 
other salaries; and 75.4 per cent had re- 
duced wage rates. Companies that had not 
reduced salary and wage scales showed a 
decline in employment between 1929 and 
1932 hardly more than one-half as large as 
the decline in companies that had made re- 
ductions. 

2. Comparatively few reductions in com- 
pensation scales took place during 1930 but 
the number increased rapidly in 1931 and 
early in 1932. Salary reductions generally 
preceded reductions in wage rates. 

3. The simple average of reduction in 
executive salaries was 20.3 per cent, but 
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OFFICE MANAGEMENT 
Organization: Job Analysis, Employment, Pay, Tests 


the average, weighted according to the 
number of persons affected in each com- 
pany, was 149 per cent. Corresponding 
percentages for other salaries were 15.9 per 
cent and 13.1 per cent, and for wages, 13.9 
per cent and 11.1 per cent. The fact that 
the weighted average is lower than the sim- 
ple average indicates that the less severe 
reductions were made by the larger com- 
panies. 

4. Other methods of effecting payroll 
economies include job analysis and rate 
standardization, consolidation of jobs, re- 
duction or elimination of bonus payments, 
temporary or permanent demotions, and 
reduction of working hours of salaried »m- 
ployees with corresponding reduction of 
compensation. 

5. The practice of graduating reductions 
of compensation scales according to income 
groups, with the lowest percentage of re- 
duction applied to the smallest incomes, 
seems to be growing in favor. 

6. About 16 per cent of the companies 
that answered the question with regard to 
future policy expect to make further re- 
ductions; 55 per cent expect to make no 
further reductions; 4 per cent state that it 
is possible; 8 per cent say that it will de- 
pend on business conditions; and 17 per 
cent do not know what policy will be fol- 
lowed. 

A series of nineteen tables and charts 
complement the text of the survey. Na- 
tional Industrial Conference Board, 1932. 
67 pages. 


The Modern Office Service Department 


The office service department of the 
American Optical Company numbers about 
40 people working on a staggered five-day 
week basis, directly serving a home office 
force of more than 400 workers and two 
home factory units employing a combined 
total of approximately 2,200 workers. It 
serves indirectly—principally through the 
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medium of correspondence and, obviously, 
to a much more limited extent—certain 
general service requirements of three 
smaller branch plant units, and approxi- 
mately two hundred wholesale distributing 
branches in the United States and Canada. 


The division is divided into nine small 
sub-departments, each of which performs 
a definitely classified type of service work 
and has a working supervisor who reports 
directly to the service division manager. 

A one-hundred page instruction manual, 
which is constantly undergoing revision, 
and which is divided into sections, one for 
each of the nine sub-departments of the 
unit, indicates the exact manner in which 
the various types of work are to be per- 
formed. Each sub-department supervisor 
has a duplicate copy of the section of this 
manual which covers the particular work 
carried on in his respective department. 
With these definite work instructions in 
their possession, there can be little excuse 
for improper work performance or the over- 
looking of responsibilities which are very 
clearly defined for each of the nine sub- 
units. 

The office service manager of this or- 
ganization outlines a practical service de- 
partment planned to function along gen- 
eral lines and yet provide a fairly complete 
and comprehensive service program and 
lists the advantages of such a department. 
By L. H. Brigham. N. O. M. A. Quarterly 
Bulletin, June, 1932, p. 8:4. 


White-Collar Pay—How the Office Has 
Cut Costs 


Results of a survey of 218 companies em- 
ploying approximately 111,700 office work- 
ers are summarized. 


Of those reporting 28 per cent employ 
at least 1,000 office workers; 55 per cent 
between 100 and 1,000; and 32 per cent 
below 100. Reports from the large com- 
panies include, in many instances, the per- 
sonnel of branch office to whom the re- 
ported policies apply. 

The largest reductions in cost have come, 


- been 14.1 per cent. 


obviously, from payroll reductions, from 
flat-rate reductions in salary and from re- 
ductions in force. 

In the companies that have reduced pay 
the average clerical workers’ reduction has 
The reduction rate 
that occurs most frequently is 10 per cent; 
the maximum general reduction reported 
is 43 per cent. 

An important difficulty with salary re- 
duction comes about because of the desir- 
ability of using a fixed percentage over 
the whole salary range. The percentage 
works all right for those persons who are 
getting $20,000 and $15,000 and $10,000 a 
year, even $7,000, $5,000 and $3,000 a year. 
But two or three 10 per cent reductions in 
pay for the worker who is getting less 
than $100 a month often makes it almost 
impossible for the worker to continue to 
pay necessary expenses. A few companies 
have tried to avoid this difficulty by ap- 
plying sliding scales, with larger percent- 
ages in the higher salary ranges. The 
sliding scale, however, renders much more 
difficult the task of arriving at a cost- 
saving objective. 

Since January 1, 1930, the number of 
clerical workers in all these 218 compa- 
nies has been reduced 19.4 per cent. The 
average reduction of clerical force per 
company has been 14.9 per cent. 

Some of the other economies possible 
besides those that involve payroll expense 
are listed. Management Methods, May, 
1932, p. 274:2. 


The Office Manager’s Viewpoint 
An office manager must rise above the 


trivia of routine. The office manager’s 
outlook should be sufficiently broad more 
or less immediately to visualize every use 
for which any major equipment could be 
profitably employed. For instance, the of- 
fice manager of a large corporation re- 
fused to recommend the purchase of equip- 
ment which, despite the fact that it would 
be idle 50 per cent of the time, would 
create enough savings to offset all invest- 
ment within six months. Subsequently, the 
salesmen discovered supplementary uses 
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which enabled full time use of the equip- 
ment and it was, therefore, purchased. 
These additional uses should have been sug- 
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gested by the office manager—the man most 
familiar with the business. Credit and 
Financial Management, June, 1932, p. 38. 


Benefit Systems and Incentives: Pensions, Profit Sharing, Suggestions, 
Vacations, Stock Ownership 


1932 Vacation Practice 

While two weeks with full pay remains 
the standard vacation practice of a large 
majority of New York companies, vaca- 
tions of three and four weeks and even 
longer will be the rule this summer for 
more employees than ever before, accord- 
ing to a survey of vacation practices just 
completed. 

Of the 273 companies reporting, 265 will 
give vacations this year to their salaried 
employees and 8 will give no vacations at 
all. Of 115 companies employing hourly 
workers, 65 will give vacations and 50 will 
give no vacations at all. Two hundred and 
eighteen companies will pay full salaries 
to their salaried workers while on vacation. 
Four will pay two-thirds, 22 will pay one- 
half salary, one will pay one-third salary, 
and 15 will require their employees to take 
vacations without pay. Thirty-six of 59 
companies will pay full wage to their hour- 
ly employees while on vacation, 11 will pay 
half wage and 10 will require their hourly 
employees to take vacations without pay. 


In 16 of the reporting companies the frac- 
tional wage basis is reached by requiring 
employees to extend vacations at their own 
expense. One hundred and fifteen of the 
companies reported themselves as willing 
to give their employees extra time without 
pay. When it came to the assignment of 
the vacations with the idea of conserving 
the man power now available in various 
offices, it was found that a large number of 
the companies began their vacation period 
in June and extended it through September 
and that many had extended the vacation 
period into October and some even into 
December. 

About three-fourths of the companies re- 
porting allow the employee whose vacation 
starts on Monday to take the preceding 
Saturday also. Forty-three of 253 com- 
panies allow extra time for Sundays and 
legal holidays falling within the employee's 
vacation period. 

The changes in policy reported by vari- 
ous companies are listed. Merchants As- 
sociation of New York, June, 1932. 


Records: Forms, Charts, Cards, Files, Statistics 


A “One-Folder” System for Bank 
Credit 

The Seattle National Bank of Commerce 
has a multiple filing system which follows 
a charted course. A single file folder rep- 
resents each borrower, whether the credit 
account is individual, partnership or cor- 
poration. These folders are filed alpha- 
betically in one place—there is only one 
place to look up a credit account. Within 
each file folder are stapled all of the multi- 
ple records in connection with an account. 
The stapling idea is important, for by this 
means records cannot vanish mysteriously 


by the simple process of “slipping out.” 
When a folder is opened, the pages can be 
turned as in a book, as the staples are at 
the left-hand sides. 


Two basic records are always upper- 
most when a folder is opened. These are, to 
the left, the comparative statement, and to 
the right, the average balance and loan 
card. In talking with a customer, the 
folder may be folded back so that only the 
comparative statement form is visible. This 
is the working form, and tabulates the cus- 
tomer’s quick assets, current liabilities, de- 
ferred liabilities, and the status of his 
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business in detailed form. Following this 
form are filed the financial statements re- 
ceived on the account, data pertaining to 
endorsers or guarantors, and all corre- 
spondence which has been entered into con- 
cerning the account. 

The average balance and loan card on 
the “right wing” of the folder is followed 
by credit memoranda, of which there may 
be one or many, depending upon the size 
and condition of the account. For example, 


if an individual has been granted a small 
loan solely upon the undisputable value of 
the signature of endorser, this fact is em- 
bodied into a credit memorandum which 
is a guide in future action. Credit memo- 
randa are followed by the filing of inquiries, 
checkings (trade arid bank), and agency re- 
ports. The single file folder used in this 
system is illustrated. By Mandus E, Brids- 
ton. The Office Economist, June, 1932, 
p. 5:2. 


PRODUCTION MANAGEMENT 
General: Promotion, Organization, Policy, Development 


Small-Sized Plants Declared in Better 
Industrial Position 

One of the striking features of this 
troubled period has been the emergence of 
the small industrial plant as an increasingly 
important element in our economic struc- 
ture, declared Dr. Julius Klein in a recent 
radio address on the subject of “Small 
Business Has Its Inning.” 

While not suggesting that the day of big 
business is over or that the economic and 
technical advantages of mass production are 
not going to play an important part in our 
business recovery and in the maintenance 
of our position of leadership in many fields 
of manufacturing, Dr. Klein did point out 
that the advantages enjoyed by the small 
plant unquestionably become more evident 
during a slump. 

The outstanding advantage a small con- 
cern has over the large concern in the same 
field was stated to be adaptability. Its poli- 
cies can be changed overnight without hav- 
ing to run the gamut of ponderous boards 
and committees. Raw materials can be 
snapped up at advantageous prices when 
they are needed and the smaller plant avoids 
the loss involved in having to store huge 
inventories of such materials on a falling 
market. There are none of the dangers 
of absentee ownership in most plants. 

The big industrial organizations, Dr. 
Klein concluded, have their place and 


always will have. But one thing that this 
depression has brought home to us is that 
mere size is not desirable in itself, that big- 
ness should not mean an unnatural, bloated 
condition in a business any more than in a 
human being, and that there is as great an 
opportunity today as there ever has been 
before for a small concern to prosper and to 
feel a needed place in our economic struc- 
ture. U.S. Daily, April 11, 1932. 


Promoting Sound Management 

Scientific budgeting, real incentives for 
individual self-expression, teaching ability, 
the conference spirit, and stabilization of 
employment were the five outstanding fea- 
tures of promoting sound management 
brought out in a symposium at the sixth 
annual dinner of the Mechanics Institute 
management courses, summarized: in this 
article. By C. C. Thomason. The Fore- 
man, June, 1932, p. 6:2. 


Standard Costs as Applied to Dress 
Manufacture 

Modern industrial executives in many 
manufacturing concerns of the job order or 
specialty type of operation are still wonder- 
ing as to the soundness of standard cost ap- 
plication to their business. In this article 
the author describes the procedures followed 
in installing a standard cost system in a 
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dress manufacturing business. It is usually 
considered very difficult to establish actual 
standards in this type of business because 
of seasonal fluctuation, changes in style, 
wide variety of cloth used, etc. During the 
discussion the author states that the causes 
contributing to the lack of confidence in 
the minds of responsible executives of job 
order or specialty type of manufacturing 
concerns regarding standard costs simply 
indicate a weakness in the basic estimating 
structure. By R. H. Rositzke. N. A.C. A. 
Bulletin, May 15, 1932, Section I, p. 
1239 :21. 


Pin Point Planning 
Motor Improvements, Inc., scouts the 
idea that stock and production control 
boards are for use in large plants only. In 
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this plant the production control board is 
so simple it is cared for by a stenographer 
in the company’s office. Since the installa- 
tion of these boards the company has been 
able to reduce its inventories to a mini- 
mum, put buying on an automatic instead 
of guesswork basis, and has brought prac- 
tically all operations, including buying, sell- 
ing, shipping and manufacturing under the 
control of the board. The planning de- 
partment serves as the hub of a wheel from 
which all other activities radiate. Further- 
more, the company has released, for more 
productive labors, more than a dozen work- 
ers who used to perform needless opera- 
tions in a more complex planning program. 
The stock and production control boards 
are explained. By E. Bartlett Headden. 
Factory and Industrial Management, June, 
1932, p. 233 :2. 


Training and Education:. Schools, Libraries, A pprenticeship, Employee 


Publications, Bulletin Boards 


Handling Personnel in Times Like 
These 


Employees are either assets or liabili- 
ties. There is no middle ground. The em- 
ployees whose production is not up to stand- 
ard are naturally listed as liabilities. Those 
who are producing or contributing new 
ideas to the business come under the cate- 
gory of assets. Training is an important 
factor in helping employees to progress. 
There never was a better time for training 
and developing employees than at present. 
Money spent for training purposes should 
be regarded by the management as a neces- 
sary investment. By Albert M. Jones. 
American Bankers Association Journal, 
June, 1932, p. 742:3. 


Employment: Classification, Selection, 


Measuring the Factors That Make a 
Job Interesting 

This paper illustrates the applicability to 

personnel problems of one of Thurstone’s 

methods for the measurement of attitude 


Byllesby Managed Utility Companies 
Respond to Employee Information 
Program 
The employee information program that 
has been conducted during recent months 
in the Byllesby managed public utility 
properties of the Standard Gas and Electric 
Company system has forcefully demon- 
strated that public utility employees are 
eager to learn more about the industry they 
represent, and that the interest inspired by 
their eagerness to learn is so great that it 
is difficult to keep pace with their demands 
for further information. The training pro- 
grams of the various companies are dis- 
cussed in this article. By Jos. W. Hicks. 
N. E. L. A. Bulletin, May, 1932, p. 276:3. 


Tests, Turnover 


and opinion. The method is employed for 
measuring the relative importance of twelve 
selected factors pertaining to any job for 
a group of male employees between the ages 
of seventeen and twenty-one. The assump- 
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tion is made that the degree of importance 
assigned to any factor in a job will be com- 
mensurate to its effectiveness as an agency 
for arousing and sustaining the employee’s 
interest in his job. Suggestions are made 
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relevant to the value of the results in voca- 
tional guidance and in training supervisors. 
Job factors are scaled for importance. 
By S. N. F. Chant. The Personnel Jour- 
nal, June, 1932, p. 1:4. 


Benefit Systems and Incentives: Pensions, Vacations, Profit Sharing, 
Wage Plans, Suggestions, Stock Ownership 


For Unemployment Insurance see Insurance Section 


Statistical Analysis of Twenty Employee 
Stock Purchase Plans—1925-1932 

A tabulation of the type of stock offered, 
the market price range and the dividends 
disbursed during the period 1925 through 
1931 under the employee stock purchase 
plans of twenty companies. While no at- 
tempt has been made in this report to evalu- 
ate employee stock purchase plans never- 
theless the information presented will be 
found useful in any attempt to appraise the 
value of such plans. Prepared by Helen 


Baker. Report of the Industrial Relations 
Section, Princeton University, 23 pages. 


Insurance and Savings Plan of the 
Forum Magazine 


The Forum Publishing Company has es- 
tablished a savings reserve fund to provide 
assistance to employees in times of illness 
and unemployment. A sickness and acci- 
dent fund is raised by employer and em- 
ployee contributions and the benefits paid 
range from $10 to $25 a week for a period 
of 13 weeks. Separate savings are accu- 
mulated for assistance during unemploy- 
ment. This organization also provides a 
dismissal wage payment amounting to 25 
per cent of wages, or not less than $10 a 
week, for six months. Monthly Labor Re- 
view, April, 1932, p. 790. 


Harvester Idle to Get Quarter-Acre 
“Farms” 


The International Harvester Company 
has announced a program for the relief of 
thousands of former employees who will 
obtain miniature farms to cultivate this 
Spring and Summer. The plan, which has 


been put in operation in Chicago, Auburn, 
N. Y., Fort Wayne, Ind., Milwaukee, Wis., 
and Canton, Ohio, provides that each man 
will have one-fourth of an acre for his 
own use. Tools for the cultivation of 
vegetable crops will be furnished by the 
company, and seeds where a man cannot 
provide them himself. Each cultivator will 
be required to use what he raises and 
preserve the rest rather than to sell it in 
competition with other producers. 

Land and crop experts of the Harvester 
Company have been made available for 
advisory purposes to the urban farmers. 
The soil has been analyzed and each plot 
has been mapped for what it can best 
produce. A planting schedule has been 
prepared and the farmer will be able to 
know just how long it will take each seed 
or tuber to germinate. New York Times, 
April 20, 1932. 


Farm Implement Manufacturer Combats 
the Depression 

The “Cellar-Full-of-Food Club,” a group 
or community garden plan, the object of 
which is the production in real volume of 
a limited list of garden products best suited 
for storage, or canning for winter use, is 
but one of the novel ways in which the 
Batchellor Works of the American Fork 
& Hoe Co. is attempting to combat the de- 
pression and mitigate its hardships upon the 
employees. In addition to encouraging self- 
help for the workers, the company is im- 
proving both its production processes and 
its sales program. ‘The innovations are 
described. As told to Francis A. West- 
brook by R. C. Taft. The Iron Age, June 
23, 1932, p. 1347 :2. 
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Industrial Economics: Labor and Capital, Legislation, Wage Theory, 


Immigration 
Recent Wage Trends 

Why, in the period bounded roughly by 
1923 and 1929, did wage rates remain rela- 
tively constant, and even show an upward 
tendency, although during a considerable 
part of the time living costs were declin- 
ing and during practically all of it there 
was a surplus of labor? Why were not 
wages “deflated” in the early stages of 
the present depression, and what accounts 
for the relative moderation of the reduc- 
tions made eyen in the later stages? What 
may be expected to be the course of wage 
rates in the years immediately following 
business recovery? 

These are the questions having practical 
bearing upon industrial and social condi- 
tions and upon American standards of liv- 
ing, discussed in this article. 

The writer maintains that general wage 
levels are determined fundamentally by a 
three-cornered competition between labor, 
capital and consumption of the wealth 
created by industry. 

It appears that the approximate stability 
of general wage levels during the period 
from 1923 to 1929 was due mainly to four 
factors : 

1. The neutralizing effect of a declining 
competitive power of labor operating upon 
an increasing output of material wealth. 

2. The increasing demands of employers 
and the high quality of service for which 
wages were paid. 

3. The elimination of many employees 
in the lower paid ranks. 

4. The change in attitude of manage- 
ment toward the whole subject of wages. 

The losses suffered by industry for the 
most part have been divided between la- 
bor and capital. For industry as a whole, 
losses in the earnings of capital have been 
extremely severe. This has been due in 
part to the fact that in times of depres- 
sion capital cannot enforce anything an- 
alogous to a “subsistence wage” and often 
works for nothing or even pays for the 
privilege of being employed. 


The future trend of wage levels is ob- 
scure, being dependent upon unmeasurable 
forces and unpredictable conditions. It 
seems clear that for a time after business 
recovery there will be a surplus of labor. 
This surplus presumably will be absorbed 
by the growth of new industries and by 
the transfer of workers to service occupa- 
tions, but until this absorption is complete 
there is likely to be a greater or less 
amount of chronic unemployment. At the 
same item it is reasonable to expect that 
with the recovery of industry production 
per employee will again increase. 

Past history gives reason for confidence 
that over the long-time period the real 
wages of labor will show a gradual in- 
crease, with a consequent further advance 
in American standards of living. By Ed- 
ward S. Cowdrick. Industrial Relations, 
April, 1932, p. 174:3. 


Employment Stabilization Trusts 


If the weaknesses of employment stabil- 
ization plans in the past have been lack of 
reserves, use of funds for other purposes, 
and failure to segregate funds, then three 
steps in the right direction will be: 1. to 
set up and maintain reserves; 2. to hold 
these funds inviolably for unemployment 
benefits; and 3. to segregate these funds 
from all others. In order to accomplish 
these three improvements it seems advis- 
able, theoretically at least, to introduce the 
element of trusteeship. By Gilbert T. 
Stephenson. American Bankers Associa- 
tion Journal, May, 1932, p. 682 :3. 


The Six-Hour Day in Industry 


Three years ago a suggestion that the 
six-hour day was susceptible of practical 
adaptation to industrial operation would 
have received scant attention. Today, it is 
being given thoughtful consideration and 
has already been put to the test by a few 
companies that either have chosen this 
working schedule as a means of extending 
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employment during the emergency to an 
additional number of persons in the com- 
munity or have considered the present an 
opportune time for experimentation. 

The plan is discussed from the following 
angles: possibilities for increasing em- 
ployment; the relation of wages and the 
six-hour day program; labor costs; admin- 
istrative advantages and disadvantages. 
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The conclusion is drawn that the ultimate 
practicability of a general adoption of the 
six-hour day is not yet apparent. For the 
present, the six-hour day must be regarded 
as an experiment in management policy that 
has yet to demonstrate its advantages over 
more commonly accepted work periods. N. 
I. C. B. Service Letter, April 30, 1932, p. 
413 :3. 


Shop Methods: Industrial Engineering, Standardization, Waste, Rate 


Setting, Time and Motion Study 


Stores Statistics 

The value of statistical information as 
a tool of management is so well recog- 
nized as to require no comment. To the 
storekeeper whose organization is respon- 
sible for the receipt, storage and disburse- 
ment of material, as well as its account 
(in most cases), statistical data are par- 
ticularly valuable as measurements of 
many phases of his department’s opera- 
tions. 

In this report the following index num- 
bers have been charted for a cross section 
of the electric light and power industry, 
whereby the trend of stores operations over 


a 10-year period, 1921-1931, are indicated: 
index of investment in materials and sup- 
plies; index of value of issues of mate- 
rials and supplies; index of turnover of 
materials and supplies; index of stores ex- 
pense; index of ratio of stores expense 
to value of material issues; index of stores 
expense per customer; index of ratio of 
stores expense to total operating expenses ; 
index of materials and supplies investment 
per customer; index of ratio of materials 
and supplies investment to total property 
investment. Report of the Purchasing and 
Storeroom Committee, Accounting Na- 
tional Section. N. E. L. A. Publication No. 
215, May, 1932. 5 pages. 


Plant: Location, Lighting, Heating, V entilation 


What to Consider Before Relocating a 
Plant 
Shifts in population and markets, wider 
distribution of electric power and good 
roads, and inequalities in tax burdens and 
statutory restrictions are among the vari- 
ous causes of industrial migration. 
Relocation of a plant, however, involves 


Research and Experiment 


New Products Offset Depression 
The Scovill Manufacturing Co., with 
great wartime expanded plants in opera- 
tion in 1929, nevertheless has been able to 
make adjustments to meet the drastic 1930- 


many risks and uncertainties and should 
not be undertaken without careful analysis 
of the advantages and disadvantages of the 
move. The author outlines a procedure 
to follow in making a relocation study. 
By R. M. Fischer. The Iron Age, May 5, 
1932, p. 1007 :4. 


31 changes in demand. Drawing upon its 
experience during the difficult years after 
the war, the Scovill Company has developed 
new products and new means of distribu- 
tion and has revolutionized its plant over- 
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head structure. This article by the vice- 
president and general superintendent, de- 
scribes some of the features which helped 
this company in its adjustment program. 
It is a story of a manufacturing spirit which 
refused to be downed. By John H. Goss. 
The Iron Age, June 16, 1932, p. 1281 :2. 


Product Development 


The vice-president in charge of sales of 
the United States Rubber Company points 
out that a motorist of today gets six times 
as much mileage out of a tire as he did 
fifteen years ago, in spite of increased 
horsepower, greater weight and faster ac- 
celeration. Today’s tire, he states, is 70 


per cent better than the tire of 1927. At- 
tributing much of this improvement to sci- 
entific research, he describes the functions 
of the development division of the United 
States Rubber Company. By J. F. 
O’Shaughnessy. Executives Service Bul- 
letin, June, 1932, p. 1:2. 


Research to Aid Employment 


Here is a new suggestion for meeting 
the unemployment problem. It is based 
on the idea that labor has many uses which 
have not yet been discovered. A brief 
search in one community showed 16 such 
uses. By E. J. MacEwan. Nation’s Busi- 
ness, June, 1932, p. 39:2. 


MARKETING MANAGEMENT 


These Selling Methods Stand Test of 
the Depression — 

1. Selective selling; 2. Intensified efforts 
with Class A dealers; 3. Tested ideas; 4. 
Improved products—new products; 5. Con- 
sumer research; 6. New use and better use; 
7. Related selling; 8. Price control and 
protection; 9. Elimination of distributive 
sore spots; 10. Improved packages; 11. 
Changed selling methods. These methods 
as used by such companies as RCA Radio- 
tron Co., the Kelly-Springfield Tire Co., 
Lambert Pharmacal Co., the Hood Rubber 
Co., National Biscuit Co., General Electric 
Co., the Upson Co. are discussed. By C. B. 
Larrabee. Printers’ Ink, June 23, 1932, p. 
68 :4. 


Sales Must Be Made to Pay a Just 
Profit 


The one factor that is checking progress 
in the direction of the forced elimination 
of profitless selling is the old outworn be- 
lief that profit is an unjust exaction. The 
real truth is that industrial profit is so 
necessary that without it our whole com- 
plex social and political structure will col- 
lapse. As we grow further into the re- 
alization of this basic truth, it becomes 


apparent that instead of legislating against 
profit, the Government will ultimately be 
forced to legislate in protection of it. The 
present depression proves the need. By 
Nelson B. Gaskill. Sales Management, 
May 15, 1932, p. 177:3. 


Consumer Survey of the American Gas 
Industry 
Data on communities the United States 
supplied with gas and utility companies 
rendering gas service. For each state the 
companies operating, kind of gas sold and 
number of customers are shown; also, cus- 
tomers per thousand population by coun- 
ties; list of counties without gas service; 
communities cf over 2,000 population with- 
out gas, etc. American Gas Association, 
January, 1932. 566 pages. 


How 12 Companies Are Localizing 1932 
Sales Effort 

Sturdy, carefully planned, intensive cam- 
paigns in local markets, with special em- 
phasis on the coordination of sales and 
advertising effort are the routes toward the 
attainment of maximum returns by such 
organizations as Frederick Stearns & Co. 
(Astring-O-Sol) ; J. B. Ford Co. (pack- 
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aged and bulk cleansers) ; General Baking 
Co.; Kelvinator, described in the first of 
a series of articles on the working out of 
market-by-market plans by various compa- 
nies in obtaining distribution for their 
products. By Bruce Crowell. Sales Man- 
agement, May 15, 1932, p. 182:2. 


If Dealers Are to Merchandise Profitably 
This Kind of Help Is Necessary 


Sales aids, states the Secretary-Treas- 
urer, The Upson Company, are needed dur- 
ing slack periods more than ever before if 
profits from retail outlets are to be main- 
tained. He describes a program planned 
to help the dealer operate more effectively 
by educating him in profitable merchandis- 
ing methods and, incidentally, convincing 
him that “price cutting serves only to re- 
move security from retailing operations in 
exchange for momentary advantage.” By 
W. Harrison Upson, Jr. Executives Ser- 
vice Bulletin, May, 1932, p. 3:2. 


How Some Industries Avoid Depression 
Cobwebs 


Thousands of businesses are doing well, 
despite the universal cataclysm. The ma- 
jority of these concerns are not faring 
nearly so well as they did in our late ple- 
thoric economic era. But they are succeed- 
ing in a comparative sense. They are earn- 
ing a little money. They are adding to 
their prestige. They are making progress 
with respect to competition. They are en- 
trenching themselves more solidly in their 
industries. 


Most of them have readjusted their meth- 
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ods to jibe with the present economic situa- 
tion. For the most part, this readjustment 
has consisted of one or more of these four 
steps: An increase in selling effort; a 
change in marketing methods; introduc- 
tion of new products or redesigning or re- 
packaging of old ones; changes in the 
fundamental character of the business. Ex- 
amples of successful concerns are cited as 
evidence that business can be secured to- 
day if the proper amount and kind of effort 
is expended. By John Allen Murphy. Ad- 
vertising & Selling, June 9, 1932, p. 13:3, 


Sales Increased 89 Per Cent in Three 
Months 

A fully explanatory chart showing the 
dealer how he can create sales, plus ser- 
vice and resources to help him, plus a 
steady follow-up to keep him moving is 
the plan behind this success of the Mar- 
coniphone Company, Ltd. By G. J. Fresh- 
water. Business, May, 1932, p. 11:2. 


General Consumer Market Statistics 

This is a supplement to the Market Data 
Handbook of the United States, in which 
many of the various factors considered as 
indexes of purchasing power have been 
brought more nearly up-to-date. U. S. 
Department of Commerce, Domestic Com- 
merce Series—No. 56, April, 1932. 193 pp. 


Marketing Manufactured Goods 
A selected list of books, pamphlets and 
periodicals compiled by H. Rowland Eng- 
lish. Bureau of Business Information, 
University of Wisconsin, 1932. 36 pages. 


Benefit Systems and Incentives: Bonus Plans, Vacations 


Sears-Roebuck Profit-Sharing Meets the 
Test of Depression 

Sears, Roebuck & Co. has one of the 
most successful profit-sharing plans in 
American industry. All its aims have been 
accomplished, Thousands of old employees 
have retired with adequate incomes for the 
rest of their lives. Labor turnover is vir- 


tually negligible. Participants in the profit- 
sharing plan now own nearly 10 per cent 
of the 4.8 million shares outstanding, while 
additional individual holdings of officers 
and employees bring the holdings of those 
directly connected with the company to 
more than half the total issued. The Busi- 
ness Week, March 23, 1932, p. 14:1. 
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Sales Promotion: Letters, House Organs, Advertising 


Selective Selling Is Keynote of Many 
1932 Industrial Marketing Programs 


Chief executives of Smith-Courtney 
Company, Stanley Electric Tool Company, 
S. K. F. Industries, Inc., American Pulley 
Company, Queen City Supply Company, 
and other firms, summarize the sales strat- 
egy they are using to maintain this year’s 
sales and profits. Better sales training is 
in the spotlight and is also encouraged by 
association programs. By Hartley W. Bar- 
clay. Sales Management, May 15, 1932, 
p. 185:3. 


Partnership Advertising 


It is apparent that the plan of part- 
nership advertising is proving increasingly 
effective for both the manufacturer and 
the dealer. Numbers of reports bear out 
the fact that under a cost sharing plan 
dealers are more enthusiastic about the 
material when it is received and see that 
it is used to better advantage than when 
there is no monetary investment. From 
the manufacturer’s standpoint the cost 
sharing arrangement promotes more effec- 
tive advertising activity because it substan- 
tially reduces waste and enables manufac- 
turers to provide material of greater value 
for those who really wish to take advant- 
age of the help being offered them. 


Besides securing dealer cooperation in 
pro-rating the costs of the usual sales pro- 
motion material, this investigation shows 
how the plan of partnership advertising 
may be extended to the mutual benefit of 
manufacturer and dealer in almost any 
phase of advertising or sales promotion ac- 
tivity. Interesting examples of how deal- 
ers and manufacturers have worked to- 
gether profitably in sharing the cost of 
outdoor advertising and exhibition material 
offer suggestions to those interested in 
these phases of sales promotion. 

Reports show that the use of window 
displays has been materially improved 
through the distribution of such material 
on a cooperative basis. Not only has the 


manufacturer been able to provide the 
dealer with better displays, but, where the 
dealer has borne a share of the cost, he 
has reciprocated by using the displays 
longer and frequently has installed them 
for additional displays at a later time. 
Dartnell Report No. 872, May, 1932. 30 
pages. 


A Public Utility Shows How to Build 
Sales Among Farmers 


Both operating and gross revenue for 
the Public Service Company of Northern 
Illinois were higher for the year 1931 than 
for any previous year. During the year 
the number of customers increased 6,266 
over the number in 1930. How this or- 
ganization built up its market in rural dis- 
tricts is explained. By D. G. Baird. Sales 
Management, April 2, 1932, p. 8:3. 


Getting Salesmen to Call on Most Im- 
portant Prospects 


The Landis Machine Company breaks 
its calling list into three categories, very 
active, active and inactive customers and 
the frequency with which each is to be 
called upon is gauged accordingly. A sim- 
ple mechanical card-finding system checks 
by showing what customers have been 
called upon, how often and what business 
was received. The procedure is explained. 
By C. N. Kirkpatrick. Printers’ Ink, May 
5, 1932, p. 17:4. 


Swann Survey Uncovers Vast New Sales 
Potentialities 


As a result of an industrial consumer 
chemical requirements survey of over 6,000 
calls covering twenty-three states, the 
Swann Corporation, chemical manufactur- 
ers, are expanding their sales force by 
more than 50 per cent. The survey un- 
covered many uses for newly developed 
products as well as new applications for 
old ones. 

Unlike most investigations, this one was 
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sold to the prospect by means of a cam- 
paign of three mailings. The first was 
a letter signed by the president, calling at- 
tention to an enclosed reprint of the cor- 
poration’s advertisement from a magazine 
of national circulation, and was sent ten 
days before the investigator was to call. 
The second mailing was signed by the 
sales manager, included a folder, an- 
nounced the name of the investigator who 
would call, and was sent three days before 
the call. After the investigation call, an- 
other letter signed by the sales manager 
was sent, thanking the executive addressed 
for the interview granted and expressing 
the hope that the Swann Corporation might 
serve the prospect. 

The market survey report not only asked 
industrial buyers for total dollar value of 
chemicals bought, but for a breakdown 
showing present sources of supply, grade, 
size of lots, price, container size, f.o.b. 
point, total dollar volume and use. Fur- 
thermore, each investigator questioned the 
prospect sufficiently to obtain data on the 
following factors influencing purchase: 
quality, price, service, friendship, recipro- 
city, stock ownership, and whether the 
prospect’s firm was progressive, and 
whether the future cultivation should be by 
salesman or by mail. 

As a result of this survey, the Swann 
Corporation has a rather complete picture 
of its potential business and its competitors’ 
present business. In many instances start- 


ling discoveries were made. Multitudinous 
new avenues of product development were 
uncovered for Swann Research, a subsidi- 
ary, to substantiate Theodore Swann’s be- 
lief that business recovery in the next de- 
cade will result from chemical expansion 
following the steam, electrical and automo- 
bile eras. Sales Management, May 15, 
1932, p. 184. 


Practical Methods for the Measurement 
of Advertising Results 


Not until those in advertising acquire 
the patience and the ability to analyze and 
to measure, can we possibly make the most 
of our advertising experience. Any com- 
prehensive study of advertising results 
should ultimately lead to the discovery of 
that point at which advertising costs begin 
to exceed the estimated worth of the re- 
sults secured. Manufacturers should go 
through some experimental studies on costs 
and results before plunging into extensive 
advertising programs. 


Some of the practical methods which 
have been used in attempts to measure ad- 
vertising results are presented under three 
main headings: 1. The measurement of 
the effects of house-to-house advertising ; 
2. The measurement of the effects of spe- 
cial dealer advertising; 3. The measure- 
ment of the effects of mass media adver- 
tising. By William J. Reilly. Journal of 
the American Statistical Association, 
March, 1932 Supplement, p. 206:5. 


Salesmen: Selection, Training, Compensation 


Adjusting Salesmen’s Compensations to 
Present Sales Volume 

This report presents the facts concern- 
ing the latest developments in salesmen’s 
earnings in 100 lines of business. It pre- 
sents plans and methods that have proved 
most effective in meeting the problems of 
present-day selling. 

As was to be expected, salaries have 
undergone some drastic retrenchment. Cuts 
range, in the majority of cases, from 10 to 


20 per cent. A comparison of salaries in 
1929 with those of 1932 shows that 10 per 
cent more companies which reported to this 
investigation are paying salaries under two 
thousand dollars than in 1929, while 12 per 
cent less are paying salaries over five thou- 
sand dollars than paid this sum three years 
ago. The average annual salary was found 
to be eight hundred dollars less than in 1929. 

On the other hand, in many instances, 
where salaries were reduced, an off-set in 
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the form of a supplementary commission or 
bonus has been provided. This arrange- 
ment supplies the incentive that makes the 
salesman fight harder for business in order 
that he may keep his compensation what it 
formerly. was and many reports indicate 
that this plan has been found to be the 
stimulus that was needed in the present 
emergency. 

It is interesting to note that there have 
been few changes in the rate of commis- 
sions and even those ranged upward rather 
than downward. The highest commission 
of 50 per cent was reported by a life in- 
surance company and the lowest of three 
and one-quarter per cent by a wholesale 
hardware company. 

Also included in the report are analyses 
of such findings as the net average earn- 
‘ing annually, average rates of commission 
paid salesmen, range of earnings since 1929, 
average annual starting salary, policy on 
order credit, relation of average salesman’s 
operating cost to total selling expense and 
the average cost per call. These figures 
represent “averages” secured by combining 
several reports in the same line of busi- 
ness. Dartnell Report No. 374. 55 pages. 


Why Chevrolet Never Forgets a 
“Prospect” 

Chevrolet dealers’ salesmen are required 
to list every prospect on a separate card, 
and tell how the prospect was found. This 
affords the dealer a check on the sales- 
man’s methods. Should the cards turned 
in by a poor salesman indicate that his few 
prospects were found through personal 
friends, the dealer can send that salesman 
calling on owners of previous models. 
Again, a mediocre salesman may turn in 


Retailing 


Performance of Department Stores: 1931 

The basic statistical data in this study 
were secured from 27 department stores lo- 
cated in states north of the Ohio River 
between Iowa and Maine, in cities ranging 
in population from 30,000 to 120,000; every 
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cards showing that he never gets prospects 
from the salesroom floor. In that case the 
dealer can drill the salesman in the proper 
way of talking to people who are “just 
looking.” Each salesman must send in the 
names of ten prospects each week. At 
two-day intervals the prospect receives 
three mailing pieces which reenforce the 
salesman’s arguments. The back of the 
prospect card includes space for the sales- 
man to note his progress. This progress 
report enables the dealer to check the sales- 
man’s methods and tells him when to add 
his own efforts to those of his men. Man- 
agement Methods, June, 1932, p. 344:1. 


Building a Blue Ribbon Sales 
Organization 

Through careful testing, checking, and 
sales analysis, Rex Cole has developed, 
over a period of years, a definite standard 
of performance for salesmen which can be 
depended upon regularly to produce a sat- 
isfactory volume of business. This tech- 
nique has proved to be fairly impervious to 
“business conditions” or seasonal fluctua- 
tions in the market. The more closely 
a salesman follows this standard, the more 
sales he makes. 


When the aimless day of the average 
salesman is contrasted with the military 
precision of the planned campaigning of a 
Rex Cole man it will be easy to under- 
stand why Rex Cole leads all other Gen- 


eral Electric distributors in refrigerator 
volume, has almost as many star salesmen 


as all other distributors combined, and out- 
sells all competitive products in his terri- 
tory. By Rex Cole. Sales Management, 
May 1, 1932, p. 125:3. 
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one is either the leading store or among 
the leading stores in the city. 

The survey shows that the typical de- 
partment store showed a net loss of 28 
per cent of sales for the year 1931, com- 
pared with 0.5 per cent for 1930. This is 
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accounted for by a decline in gross margin 
from 33.1 per cent in 1930 to 32.1 per cent 
in 1931, together with an increase in total 
expense from 33.6 per cent in 1930 to 34.9 
per cent in 1931. The original mark-up on 
merchandise in 1931 was 38.4 per cent, 
against 37.9 per cent for the previous three 
years. Mark-downs were 10.7 per cent of 
sales in 1931—an increase of 2.0 per cent 
over 1930. The typical store will continue 
to operate at a loss under current condi- 
tions unless there is a substantial reduc- 
tion in fixed expenses. This means a re- 
valuation of building and equipment in 
terms of their present value and the ab- 
sorption of a capital loss by landlords or 
store operators. An appendix to the text 
gives fifty tables showing monthly, year- 
to-date, and fiscal-year standards, by de- 
partment. By Edgar H. Gault. Michigan 
Business Studies, Vol. IV, No. 4, 1932. 148 
pages. 


What We Learned by Asking Our 
Customers 


The advertising director, D. Pender 
Grocery Co., describes the successful good- 
will campaign conducted by that organiza- 
tion, to learn what governs customers’ 
shopping preferences, and how both sales 
and store personnel were benefitted as a 
result of the campaign. By Louis Fisher, 
Jr. Chain Store Age, April, 1932, p. 14:2. 


Causes of Failure Among Drug Stores 

Through analysis of the locations these 
stores occupied, it was found that one- 
third of them had chosen sites where drug 
stores had previously failed. Most of the 
owners had training in drug stores, but 
they were so lacking in business ability 
that success in their undertaking could 
hardly be expected. Investors of cash or 
merchandise in these stores would not have 
lost so heavily had they thoroughly an- 
alyzed the possibilities for success. 


Large bad-debt losses on credit sales, 
no doubt, had an adverse effect on those 
stores which sold for credit. The average 
overhead was extremely high and out of 


proportion to sales. This report reveals 
that many of the fundamentals of success- 
ful merchandising were violated by the 
merchants who failed. In only two of the 
thirty concerns studied was there an at- 
tempt made to keep adequate records. The 
results of this study indicate clearly that 
creditors should consider the absence of 
an adequate set of books on the part of 
the merchant a pronounced danger signal. 
On an average, the proprietors experienced 
difficulty in paying their bills for 14% 
months prior to failing. Some of them 
were never solvent, but experienced no 
difficulty in securing considerable credit. 

The average rent paid for the failed 
stores was 10.6 per cent of net sales, 
whereas 40 active drug stores were paying 
only 4.7 per cent of net sales for rent. 
Twenty of the druggists who failed sup- 
plied less than 30 per cent of their capital 
at the inception of the business. Capital 
was acquired at such high rates that in 
most instances the volume of sales was not 
sufficient to carry more than their com- 
mitments. 


Most of the assets in failed business are 
usually dissipated before getting into the 
hands of the creditors. For the stores 
studied, scheduled assets were 59.4 per 
cent of scheduled liabilities. Information 
was secured on realized assets for 11 failed 
stores, which showed realized assets were 
only 39 per cent of scheduled assets. U.S. 
Department of Commerce, Domestic Com- 
merce Series—59. 23 pages. 


Fitting the New Store Into Its 
Community 


J. C. Penny Company benefits by a 
flexible system that studies each town 
and then fits the men and the merchandise 
to meet exactly the needs and the prefer- 
ences of that town, be it big or small, 
rural or modern, remote or located on the 
crossroads of the world. The director of 
personnel tells how this is done. By Lew 
V. Day. Chain Store Age, April, 1932, p. 
221 :3. 
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Books Received 


Wages and Hours of Labor in Woolen 
and Worsted Goods Manufacturing 
1910 to 1930. U. S. Department of 
Labor, Washington, D. C., 1931. 46 
pages. 10 cents. 


Selected Bibliography on Industrial 
Plans for the Regularization of Em. 
ployment. Prepared by the Industrial 
Relations Section, Princeton University, 
Princeton, N. J., 1931. 6 pages. 


Survey of Books for Executives 


Pricing for Profit. By William Lucius 
Churchill. Macmillan, New York, 1932. 
271 pages. $3.00. 


Profit is indispensable to progress. Price 
concessions to secure business volume are 
in reality giving to customers profits which 
should go to stockholders. Management 
must determine what profitable prices are 
and then find means to obtain them. 


Forty per cent of manufacturing enter- 
prises report a deficit in the Federal In- 
come Tax Reports, due largely to failure 
to appreciate the basic laws of profit. A 
study of the marked success of relatively 
few successful enterprises discloses that 
they consciously or unconsciously follow 
the laws of profit. 

In general, profit objectives are too low. 
Most industries’ conceptions of profit laws 
are vague. Profits should be equal to the 
service rendered. In general, this means 
the profits should be equal to the cost of 
converting materials from one form to 
another, or should be equal to “conversion” 
cost. Value of material is not part of con- 
version cost and no profit should be made 
on material. 

Normal profit of each plant must be 
based on the production and sales of its 
normal proportion of the capacity which 
the industry as a whole can dispose. 

The cost of selling effort has a direct 
relation to the normal profit requirement. 
Sales cost of products or services sold di- 
rect to consumers should equal two times 
normal profit. Sales cost of products or 
services sold to retailers or manufacturers 
should equal normal profit. Sales cost to 


wholesalers should equal one half normal 
profit. 


Pricing Formulas 


P=2C+S+M 
P = Price of Standard Product F.O.B, 
C = Conversion Cost (Total Manufac- 
turing Cost less Material) 
C = Normal Profit (100% Conversion 
Cost) 
S = Sales Budget— 
1. To Jobbers 
2. To Retailers or 
Manufacturers 
3. To Personal 
Consumers 


M => Manufacturing Cost 


Price to Jobbers P=2.5C+M 
Price to Retailers P=3C +M 
Price to Personal P=4C +M 
Consumers 
Adequate profit and correct prices can be 
obtained when right price is known. 
O. W. Hisert, 
Corning Glass Works. 


S=xC 
sS=C 


= 2C 


Earthquake Damage and Earthquake In- 
surance. By John Ripley Freeman. 
McGraw-Hill Book Company, New 
York, 1932. 904 pages. $7.00. 

This is a detailed study, by a recognized 
engineer, of the action of earthquakes on 
all types of structures; and the underwrit- 
ing experience of insurance companies that 
have handled claims for damages caused 
by earthquakes. Each of the major earth- 
quakes in the United States, as well as some 
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of the major catastrophes in other coun- 
tries, is considered with respect to its effect 
on a large number of individual buildings. 
Structural safeguards against cracking, 
shearing and collapse are described; and 
as a result of the successful experience of 
buildings in which these features have 
been incorporated the author concludes 
that earthquake protection could be added 
to the fire insurance policy at little addi- 
tional cost even in hazardous areas, if cer- 
tain principles of earthquake-resisting con- 
struction were followed. 


Readings in Industrial Psychology. 
Edited by Bruce V. Moore and George 
W. Hartmann. Appleton, New York, 
1931. 560 pages. $5.00. 

This volume presents a compilation of 
available literature on the application of 
psychological principles to industrial man- 
agement. Over two hundred articles are 
included, representing 165 authors. The 
presentation of the material is made in 
logical sequence, covering the various 
phases of personnel selection and manage- 
ment, vocational guidance, training, the 
adjustment of working conditions and en- 
vironment and the development of leader- 
ship. Numerous tables and charts comple- 
ment the text and a brief biographical 
sketch of the authors included is given. 


Organized Business Leadership. By 
Merle Thorpe. Harper & Bros., New 
York, 1931. 103 pages. $2.50. 
“Organized Business Leadership,” by 

Merle Thorpe would be better described 

by the title “Leadership of Business As- 

sociations.” It is frankly addressed to 
secretaries of chambers of commerce, trade 
associations, etc., being based on a’ series 
of lectures given at Stanford University 
at meetings of the Western School for 

Commercial Secretaries. 

Like many recent books based on lec- 
tures, it suffers from a lack of clear-cut 
conclusions and concrete suggestions to the 
reader. Lecture-like, though, it is inter- 
esting and distinctly readable, abounding 


in anecdote and example of the parable 
type. 

The value to a commercial secretary may 
be questioned if he approaches the book 
with the hope of improving his own lead- 
ership. On the other hand, it will serve 
admirably as a “source book” for stories 
and incidents useful in converting recal- 
citrant business men at association meet- 
ings. 

M. J. Kane, 
American Telephone and Telegraph Co. 


Keane’s Manual of Investment Trusts. 
Fifth Annual Number. Keane’s Finan- 
cial Publications, Inc., New York, 1932. 
1799 pages. $25. 

The fifth annual number of Keane’s 
Manual of Investment Trusts gives a com- 
prehensive suryey of all available infor- 
mation regarding 592 investment trusts, in- 
cluding 425 management type and 167 fixed 
and semi-fixed trusts. 

An interesting addition this year is a 
separate section devoted to systematic in- 
vestment fund companies, the so-called 
partial payment plans which have been 
growing in popularity. A separate section 
of the new Manual contains matters of gen- 
eral interest on the subject of investment 
trusts, such as common stock holdings, 
state regulations and investigations, Stock 
Exchange rulings, lists of investment trusts, 
offering houses, etc. 


Power Plant Management. By Walter 
N. Polakov. McGraw-Hill Book Com- 
pany, New York, 1932. 176 pages. 
$2.00. 

In some industries the cost of generating 
steam or electric power is such a large per- 
centage of the total cost of production that 
careful study of power plant management 
has been recognized for many years as 
essential and profitable. Companies having 
power plants of less relative importance in 
terms of manufacturing costs are begin- 
ning to realize that many of the methods 
developed in the larger power units can 
be adapted with excellent results. This 
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book analyzes the responsibility of the fac- 
tory executive with respect to the operation 
of his power plant, and gives in a practical 
manner the method of making job analyses, 
the preparation of standard practice in- 
structions and installation of wage incen- 
tives for engineers, firemen, coal passers, 
etc. There are included a large number of 
forms, reports and instructions taken from 
actual practice which will be helpful for 
those who would like a handbook to guide 
them in introducing to the power plant the 
same techniques of management that have 
worked so successfully in other production 
departments. 





John Jacob Astor. By Kenneth Wiggins 


Porter. Harvard University Press, 
Cambridge, Mass., 1931. 1353 pages. 2 
vols. 


Stories of the struggles incident to the 
careers of successful men always give a 
certain amount of vicarious pleasure. They 
inspire less courageous or less fortunate 
people to greater endeavor and fill them 
with high hopes of bright futures. In ad- 
dition, the two large volumes which com- 
pose the biography of this captain of 
finance have been deliberately prepared to 
give a better understanding of present day 
business through a careful study of past 
experiences and policies. 

John Jacob Astor was born in Waldorf, 
a German village, and helped in his father’s 
butcher shop until he was 16. Then he 
went to London for five years and after 
mastering the language decided to move 
on. His first job in New York was ped- 
dling bread and cake for the baker with 
whom he lived. His earliest venture as an 
independent merchant was selling musical 
instruments. This was soon combined with 
an increasingly lively trading in furs, 
which in turn led to a prosperous trade 
with the Orient. Just as this enterprise 
was getting well under way, along came 
the War of 1812 to embarrass all ship 
owners and to wreck Astor’s plans for a 
fur trading post on the Pacific Coast. This 
enterprise has been immortalized in Wash- 
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ington Irying’s “Astoria.” After the w: 
the China trade was resumed; and for fi 
years, it is believed, Astor enjoyed pra 
tically a monopoly of that commerce. 

The first steps in Astor’s plans to mo- 
nopolize the American fur trade are seer 
in the formation of the American Fr 
Company, the establishment of the Pacifi 
Fur Trading Company, and a half interes: 
arrangement with the South West Fur 
Company. This business continued pros- 
perously until failing health caused him 
to retire and sell his interest in these 
companies. 

Today’s business men will be interested 
in the account of the predatory policies 
and practices by which the American Fur 
Company achieved its supremacy. Finan- 
cial power and political influence were used 
to eliminate or swallow all rivals. When 
this had been done the territory was di- 
vided so as to avoid duplication of effort, 
and responsibilities _ were, definitely as- 
signed. The individual traders had to 
carry the risk on goods sent into the In- 
dian Country. Astor’s success in trading 
was due partly to the opportunities of the 
times and partly to his ability to profit 
by the initiative of others, his ability to 
learn from his own mistakes, and the gift 
of seeing how one form of commerce could 
be combined with another to the advantage 
of both. But it was his unique vision of 
the future of New York City that made 
him, with a miriimum of personal effort, 
the richest man of his time. 


To anyone interested in the interaction 
and reaction of business and government, 
this story of Astor’s accomplishments will 
be engrossing. While it has been pains- 
takingly prepared and is thoroughly sup- 
ported by original documents and refer- 
ences, it is written in a clear and easy 
manner and is not nearly so formidable as 
the first impression given by the two sub- 
stantial volumes. The biography is in- 
tended for and should be very useful to 
the student of business history. 


E. K. Donan. 
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